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l^°S.oniics__of_pif f erent__Cla^ces_of S ervi c e s in_ Rax 1 w jays 

Chapter X 
INTRODUCT ION 

The Indian Railways are the nation’s largest commercial 
enterprise with a capital at charge of over Rs . 3,500 crores. 
The Railways provide cheap, transport for men and materials 
and thereby facilitate growth of the economy. Though in 
developed, advanced countries, rail transport,, particularly 
in regard to passenger traffic, is progressively giving way . 
to air and roadways, in India, Railways are the premier' and 
extensive public transport system and will continue to play 
an important role in the nation’ s life. 

1.2 As a public utility, Railways are charged with public 
service obligations. The public ownership of Railways places 

. I • 

special responsibilities on them. The Indian Railways enjoy 
monopoly of rail transport. The object of a private monopoly 
happens to be profit maximisation but as a public sector 
monopoly, its objectives have to be Maximisation of social 
benefits. The Railways have to function, with efficiency, 
economy and safety in such a way that the overall revenues 
are sufficient to meet over a course of time, combined 
charges of various types of operations. They must serve the 
largest number of people with the assets available to them 
while recovering costs of operation and maintenance. 


1.3 It is generaJiiy recognised that pricing of the public 
sector must ensure revenue that equals the total cost of 
providing the service. The pricing policy in Railways, 
should also be so evolved that it does not have an element : : 
of subsidy to the better-to-do sections of the society. In 
fact, on the general principles of v a Welfare State, public 
utility services can resort to price discrimination, raking 
higher profits on services which are used by richer section*' 
and lesser (or may oven subsidise) tlio services used by the 
poorest sections of the society. The rate structure should 
be so designed as to accomplish the following objectives: 

1 . Produce sufficient revenue to cover the cost of 
service et c . : 

2 . maximise utilisation of fixed assets; 

Assure stability of revenue: 

Distribute the total cost of service reasonably 
among the different classes of customers ; end 

5. Promote an ,ovur ■- 11- general economic growth. 

•j The designing of rate- structure of railways calls for 

consideration of: 

1 , The costs and relative cost differences of sivyl y- 


3. 

A. 


■-ns 


various classes of c u e. toners an d/ o r s c r v i c e ; 


2 . The demand, characteristics of the different segno 
of the market served by the undertaking. 

-| .5 The demand price and tlio cost of service arc the two 
extreme point s ' within which the rate for a service has to 1 
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i ix e cl » V or.' • n cl p .r :i c e . is ref 1 o c t e o. w h e n r a t e s a r c f* i e d 

o n t t r x o b a sis of the consider a tio n 1 wh a t t h e traf f i c c a n h «r o, 
It may oe suggested . that railway rates in India have b e on 
d e t e r m i n e d o n t li e b a & i s o f these t w o con a i d e r a. tion s ? yi a * 
-•ho demand price and the cost of service, but the facts do n 
eeera. to be supporting such an impression. 


1.6 Rate fixation, for each service according to coot poses 
certain problems duo to joint costs. Railways operate unde 
joint cost conditions because a substantial portion of thud 
facilities. /are used jointly - for goods traffic as well as 
for various classes of passenger traffic. Under such circu 
stances only a part of the total cost can bo separated by 
identification with particular classes of customer services 
There remains, --.however, a sizable proportion of total -cost ' 
that is associated with all or much of the service provided 
and which is not identifiable with any /specific service, or 
class of customer. 

1.7 Rate or fare-fixing according to the cost of service, 
need’s cost analysis so that the average unit cost of provi 
service to the. various classes of customers may be com put oc 
Unfortunately, the Railways do not have a. cost accounting 
system to find out the cost of operating a particular rout- 
or train-' service or the different classes of travel. Thir 
±e c great lacuna in the working of a commercial onterpris 


India . Report of Committee 'on Transport Policy and 
Coordination , p . 54 
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lx-cie railways. The Railway Convention Conic it tee (l 971 ) in 
its report opined, “the Railways as a cor mercih.l organisa- 


tion of long standing 


should have worked out the cost of 


operation of various 
the losses on variou 


types of 

passenger 

■ classes 

of travel 


services and shown 
* 

separately to indicate 


a correct picture of their .passenger operations class -wise” 
(Fourth Report , Part II, p. 5&) • In economic ontorpj. iso, 
price- fixing without ascertaining the cost of service or 
product is unbusiness-like. In the absence of such informa- 
tion, there cannot be. rational fair-fixing for different 


classes of services. The Railway Convention Committee (.1.971 ) 


stated, w The committee (are) surprised that the rail' ays 
are fixing fares for the various classes of travel without 
a scientific study of the expenditure on capital cost of 
the coaches and the expenditure on their operation and main- 
tenance etc.” (ibid.) The Committee was told that, 5i The 
fares for the various classes of travel were fixed by Railways 
in old days roughly on the basis of tho number of persons 
who could bo accommodated in each class and the percentage 
of occupancy.” (Ibid) . This fare policy of the railways, 

perhaps, was valid at that time, but is no more valid today; 

that 

it would appear /it has tilted in favour of upper classes. 

This can be testified by putting it in the form of a 
model: 


occupancy * ** .5 . 9 "' 

(30 x .5) = 15 : (BO x. .9) =72 

S p a c e - 0 c c up an c y 

Ratio ‘ “ 4.8 : 1 

Fare Ratio 3.5 • 1 

1.8 Tiixs does not take into account the qua.lit 3 .tivG aspect of 
the travel. A first class passenger enjoys facilities of 
cushioned. scats, absence of over-crowding, bettor equipped 
bath rooms, smaller number of travellers per bath room, attenda-: 
nt T s services, provision for night- sleep-berth without en extra ; 
charge, bed service on a charge of Rs. 5, .secure '~nd better 
waiting rooms, more courteous treatment from the Railway staff. ■; 
etc. etc. In any model for fixing parity between these two 
classes, this qualitative aspect must be given due consider- 
ation. The model should ho: 

I i_JL_.fi / III 9 4. 2 • C - f .ating capacity in a • 

Q /■' Q Coach 

0 = Average Occupancy 

Q ~ Qualitative Value of 
Service 

If C for 1 30 for III SO 

0 ;i .5 B .9 

Q « 2 . « 1 

Then the ratio of I and III class fares should be: 

f__ _ = 7. 5 or 9-6 1, 

80 x .9 ~ " 72 

* Day time seating capacity is 36 and during night the capacity 
is reduced to 24 berths. Kero an average is taken. 

** Overall occupancy as calculated later in this sbulv. 


( 




xi suoj octave value of" the qualitative aspect of service f or 
e j.rst class is given the value of only 2 and that for III 1, 
1 .9 if the Indian railways arc to cater for the masses 
1 .; •' inly , tuey must consider this asedet. The Convention Cue- 


m i " 1 e 0 (l9 7 1 ) s t a"b e d t h. 

+ nn-v 

.oy are 

of the. 

firm view 

th 

at 

travel in higher class 0 

s mu ot 

pry its 

way” , 

and augge 

S 1 0 

d, 

"That the adjustment in 

JT tf.Ji 0 <b> 

portion 

1 -7ir.lv 

for higher 

ci 

c. 


should, be done so as to meet : fully the coot of operation 
thereof . n The economics of operation of Indian. Railways -an.'-a- 
bo suoh as not to give undue: preference in the form, of subsif 
provision of service's'.' to passengers of higher classes, belong 
ing to . 0 : very .sr all section of the society, and constituting 
only It' of the total pas.songers originating-. 

1.10 Although the major -sharp, of revenue f or the railways in 
India is derived from goo ds traffic, the constribution of 
passenger traffic is not inconsiderable. In 1971-72 the tot r 
earnings of the railways were Rs. If 01 .7 crpr.es , of which 
c- ..rning-s from, freight traffic were Rs. 6?5«3 ere res ( 6 1 . 1 ) ■ • 
those from, passenger traffic wore Rs. 320.1 craros (295?) and 
the rest were fror: other mis collra.eour se' viced. Out of tic 
ratal earnings derived from passenger traffic, nor than aft 
if; received from III class travel alone. In 1971-72 tha 
earnings from non- suburban passenger traffic counted to 

287.0 croros, of which ’ho. 35.6 crores (12.4/0 wer.* frov 
upper c'ls :>sc5 and Be. 252.2 croros ($ 7 . 6 %) fror: III claps. 

Ah against this, the number of: coachqs of the uppsv classes 
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is 1 <3 > o 1 t 'a o t o t a 1 a n d t li e capit a 1 invested in t h e s c c o a c h e s 

ip -'bout 20% of the total capital invested in coaches. If 
we look at the figures in terms of passenger kilometers, we 
find 97.5% of them pertain to III class only. Less than 1% 
(0.94/O passengers travel in upper classes and 99 - 06 % 
passengers travel in the III class. These facts indicate that 
for the convenience of less than 1% of the passengers, 20% 
of the total capital invested in coaches, and 18% of the total 
coaches in the Indian Railway system arc used, while 99% of 
the passengers suffer from,, over crowding etc. 

.1.11 The following, table indicates the trend of nu mber of s eats 
and pa ssenger kilo- mo tor s- for different classes for 1960-61 


and 1971 

n o 

M * 




Class 

Item 

1960-61 

1971-72 

% Va 

ACC 

II o. of Seats 

3 III 

2359 

— 24 % 


Passenger km (Lakhs) 

1 IOC 

1 669 

+52^ 

I 

No:. of. seats 

60492 

90911 

+50% 


Pass engcr Kr; ( Lakhs ) 

14442 

23373 

+6 2 % 

III 

No . of S oat s: 

1149667 

1347633 

+17% 


Pa s conger K:, ( Lakhs ) 

625012: 

496.6695 

JL K £ Of: 

1.12 o 

above figures indicate 
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aggravating tire over- crowding situation in III class 
further . 
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third class travel. This uould probably be true if the 




the following two conditions wore satisfied. 

( 1 ) The total coot of trailing an upper class coach 
and a third clr e s coach is same. 

( 2) The utilisation of upper class coaches is same 
as that of third, close coaches. 

Hot: f ..r those two assumptions, which form the implicit 
basis of the fare policy of Indian Railways is true is ilnt 
we i re atto. acting to answer in thic study. 








rend of 


Pa s Seng er ■ Kilometer'' and" S 
(Third Class) 
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Ch a pter II 

PROVIS IO N OF PI FF S EE NT Sji HV I C E S-- TRENDS 


During 1960 - 61 , Railways had a provision of 0.6 lakh 


in First Class and about 11. 5 


s in third class. The 


utilization of these seats can be judged by the total passen- 
ger kilometers travelled during the year 196 O- 6 I per soat in 
each of these classes, which was 23,874 for each first class 
: seat and 54> 3&4 f° r each third class seat. The total kilo- 
meter travelled per seat during the year is not available but 
the utilisation of a first class seat was less than $0$. 

2.2 The trend of demand in terms of passenger kilometers and 
the provision of seats from 1960-6.1 to 1971-72 taking 1960-61 
as the base year is shown in Table 1 . It is evident from the 
Table that the provision of seats' in first class has been 
expending at. a faster rate than the demand during the first 
eight years, thus investing a large amount of capital in first 
class coaches, improving the service to the first class : passen- 
ger and bringing: down the average utilization of a first 
class seat to below 2 , ?: 00 . This growth in the number of seats 
has been rather marginal during the remaining throe years 
improving.' the utilisation to 25,709 during 1971 - 72 . 

2*3 Table 2 shows the growth of demand end supply in the 
third class from 1960-61 to 1971-72. While the demand in 
terns of passenger kilometers has increased by about 55 $ 
during the period, the corresponding increase in the number 
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oi: e-sats during the same period was only about 17$ thus incrc 
ing the utilization of seats from 54, 364 passenger kilo- 
looters in 19.60-61 (more. thru, double that of first class) to 
a» all time high figure of 71,732. 

2./ + Evidently' tho second assumption in the fare policy at out 
the utilisation of - boats or coaches of different classes has 
been etr ached; farther froE the reality by disproportionately 
increasing 1 the cervices in the first class. The utilization 
third class seat during; 1971-72 is about three times that 


o x 


first .class - seat. 


The first . assumption' about, the total cost of haulage of 


2 e - 

a. coach of different classes, also, is; obviously not true, 
anybody /travelling aby Indian '■Railways would be aware of the 
disparity of services in different classes. 
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Chapter III 


EC ONOMIC S OF D I FPBEEHT C LAS S.BS 


As mentioned earlier,' Railways do not have a system for 
estimating the cost of passenger travel in different classes. 
Ev».,-n the data base for such, sin 'analysis docs not exist. The 
Railways incur expenses on different accounts, vis., Maintenance 
of structural .works, which includes mil linos, bridges, 
buildings /and other structural works, maintenance and supply 
of locomotive - power, .-maintenance of carriage and wagon stock, 
expanses of traffic, general, . .electrical, signal and tele- 
communication departments, etc. A major portion of those 
expenses, i . e . . ■maintenance ;: of .structural works, is not 
incurred on any particular class ox travel. The same rail 
line is used for the transportation of goods, passengers of 
different classes .and other services provided by Railways and 
the expenses incurred on its maintenance cannot be debited to 
any of these services separately. The ssmo is true for the 

1 ■ hi I - v; ■ aa a .;'k.;'h rrh', V . ■' f a. : i . F. V a FFn m " : V ' ■ \F ' Fr'a' : ;f : iAA F : V >v .a : F a i/a gi ■; givai.; , h-h . ;; 

mah.nteno.nco of bridges, station buildings, signals etc. 

vmi .r 'la ; agma- :F ; 'F aii-':- ■ h/y.n-v'..; ;■ a ■ : aF /■" 'aV > ■ ■; ah; .a f 1 F F ' FF F F’ - aka .1 F . • * 

However, some of these expenses like maintenance of carriage 

vv r-; ■■ iaa^V:' ■;■;;■ ■ ■ F ; V. ; .;v , > F; F..FFFF". b ; g;.c-:r;iv. ; iaV'hh':;-v ' : : . ' !i 

and wagon stock and the expanses of electrical maintenance, 
can be said to have been incurred for a particular class of 
service, because the services provided in coaches of different' : 
classes are different. There are some other services like | 

: " hh. : F;l:FFlFk ; '^ ;F ■ 1 

waiting room, provision oil beddings in air- conditioned cor chos 

Itakf s :t ' : ' FFFF h a : F^FF: ; : ■ ! 

provision of an attendant in AC and I Class coaches, which ; 

arc. provided for a particular class. The present accounting 
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system of ra.ij.ways does net allow for the calculation of 
actual expenses incurred on these services. 

3*2 The Hallways have, for accounting .purposes, been 
allocating total expenditure incurred on common services on 
a basis evolved by them to goods and coaching traffic. The 
hallways , however, have not so far evolved any basis for 
allocation of expenses related to coaches between passenger 
and other coaches and between different classes of passenger 
coaches . Even some of the expenses incurred on specific 
services like maintenance of coaches, electrical expenses, 
and on waiting room are not accounted .separately. This makes 
it impossible to know class-wisp expenses. Similarly, it . is 
not possible to work out the expenses incurred, on different 
routes or trains or to have s. bre'k up between main lines 
and branch lines. 

^ However, during, discussions with the railway officials, 
it was found that they "re raking attempts to work out the 
expenses class-wise by evolving: objective criterion for the 
allocation of different expenses to different, classes. They 
have already • started conducting some sample surveys for this 
purpose but they are still on a preliminary stage in this 
direction. 

3.4 With the present data base, it is rather difficult to 
' calculate the cost of travel by different elapses, in very 
precise manner. However, wo have tried to evolve, certain 
criterion for the allocation of different expenses to these : 



wxtkxn rceasonabl o limits of accuracy for the purpose 
nouic -.nolysis of different classed of travel. Some 
rvoys wore conducted for this purpose. But, more 
ilC ' s • ! een nr. do on the dots, published by the ih.il way 


a^p o noas 


xpenses which are incurred for a 
to os variable expenses. Wo have 
- or. sos separately for; each class. 


pacific class ere 
tried to estimate 
The basis is as 


.Den ro of at ion o n coaich : This should normally be prop, 
tionnl to tiro capital coat of the coach depending or- 
tho life period. The life of a coach ns specified 
by Hailway Board is 30 years. The railways charge 
depreciation at the rate of 4 -¥$ perhannum on the 
capital, r-o, a cloprcciatiah of 4iia h~ a been . nlloi>od ' 
on the Capital cost of the coach. The air-- Condition 
irg &qiai-~jseht attached ih the air-conditioned coach, 
lino a life of only 12 years. Considering this fret 
the dopreci-tion on air-conditioning o'o;i ipuont hr.a b 
calculated separately et the rate of 12y^. The 
capital cost of co'chus of different cl- sees, accord 
ing to tho inf carnation provided by the Bail’, ay 
Board, ie 3.0 lakhs for m 4.0. Co-ch and 2.0 lakhs 
for ' its air- conditioning equipment , 2.65 lakhs for 
a I class coach,, 2.10 lakhs for n II 
2 . 3 C lakhs, for a III class coach. 


class and 
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(ii) Int erest on Capital: This has been t nicer, as 6 % or 
the tot "1 capital cost of each coach* 

(iii) ai and_ M aint on an c e ( Mechanic &lj[ : Railways ‘publish, 
the average cost incurred' under this- here, for each 
coach* vie have j on this basis. worVeci out the total 


CO si incurred , on thi r a c count , on all 


pass eng or 


iches -and have distributed this cost amongst the 


coaches of different ca 
capital cost. 


p r o p o rt i o n al t o the i v 


(iv) Electrical Ex- 
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Northern 


the benxor hj.octrieal engineer 01 horthurn nmiv/avrj . 

1 . o " | 

based on the -actual' expenses incurred, by then, .ho 
have n s suffi.ee! the expenses, for lighting pur7j0i.ee 
uniformly : for I, II and III class . cos. chos. 

i 

(v) 0 o t o f Attendant, t Tbs - yen r- go s : Is ry and benefits' of S 

an attendant creviced in A . C . anil I Class coaches., 

i 

according to inf orKation providodyte us, .amount, to c 
Its. 280 p.K. We have ■■ ssunod one attendant for j 

V .V G; aeV .Gy -G.-' . ; CC.:CCC.; I a ' *■ ' ' ' :.V .O h 

"each A. C. and I class coach and worked out his annual".; 

' b. ■ ■! 

cost on that basis. ; 

: ; i: t ii ' ■ ■ GG ■ t v; i. GGG-; ' ,'GGG Gt- : Gy G : t / ye ; ' ■ ■ GA G ^'GtGa^-'GvG: G ' ■ : " 5 

'(.vi.) Co st of S o dding : Every passenger travelling by an • 

’'GGl'iG-'-CfG'G 'GGGeGGaGGyyaaGGGGGGeG.-G-. ' aGG:i?"' v(G.tg;;>: : ;.: f aGfS G- '-Ga ;b;a:'\a;v-p.}yaGy;f:iGGt;'G : Ca'GrG:i^-'fSf'G G G: : ■ f t 

L. C. coach is provided with bedding for which no extra 
charges arc made. An average A. C. pans anger tr* vel'- 
569 kilor. otars and wo assume that he makes use o.t 
this bedding. The sane service, if provided to n 
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xs puoixohed by the Railway's -and wo have worked 
ju. o tne total, number of coaches by dividing tlio 
tot ax number of seat" by feats per coach published 
; >y the- Sailways-. On this basin we have w orbed out 
tho cost of providing- beddings per l.C. coach per 
year. 

C m. on moans os 

3.6 ill other expenses incurred on passenger travel which nev 
not been considered in the variable expenses have been refer- 
rc-cL as her... a,- Com on Expenses# he !mov: soim >f those :z ' or 
cos are not really eoanor viz. those incurred on waiting 
rooms, ticket window; et c. tut t’ ... y .no inner ir.signif i cant 
or wc have not been able to evolve my criteria to allocrto 
•then separately. be s wane than hero as sor-e sort of c on.non 

OX V O Ti. i: 0 B m 

3.7 Tho common expenses r-re oxnen-en like those incurred on 

main ton or cs of rail fines, structural works, mr.int.Guauco and' 
supnly of locomotive ower etc. which arc not incurred for any 
particular class of travel but provide convert cervices to all 
tho elapses of passenger services a port from goods end other 
services. The only basis that mens to us reamnabl for tho 
alloc-' ti on ox such expenses is on the l- a sis o- the proportion 
of tho c-.-'p city couaux-od by each service. 7 , 


.2 • B • jx ^p-cij.xc n o f j t* ox .trains c 0,11 "b q rciin 'oxi o r cli "feme V* • 

" i'i £ - LS ealleci the trac'-i capacity. The capacity of each train 
is determined by the horse power of the loconotive engine. 

.Liie iiorp.j pc- • or coil sun cd by each coach is proportional to the 
weight of each, coach apart froE the power con-sun od by the 
generating set attached to it for the purposes of lighting and 
air-conditioning. We have tried to convert this power eon run od 
by the gorerating set into the . ccui-valcnt' weight tinder average 
conditions. By adding this equivalent weight and the weight 
of the passengers and luggage allow'd to the taro weight of the 
coach, we have worked out the total effective weight of a coach 
of each class. This, total effective weight, wo have ■ ta’ien as 
the basis of allocating the common expenses. 

’.1 r- iv- lent height of Grm.rator Pc or Un de r At or ye C . rw iti ons 
j . 9 Wo know that a, locomotive engine of- 2400 H.P. under normal 
conditions, carries on rails a weight of. about SCO Tonnes. Sc, 
one Xehns can be assumed to consume 3 H.P. of engine power. 

The generating sets used in ordinary iceachpp are of 3 KW end 
consume 4.5 H.P. at 90% efficiency, those used on air- condit- 
ion o cl coaches are of IS K ■/ and consume 27 H.P. This has been 
converted to an equivalent of 1.5 and 9 Tonnes respectively. 
Weight o f Pa ssengers and Lu ggage allow ed 

3 10 Fron the figures of seat kil one tors; supplied by railway. 
Board and passenger kilometers publishc d by thor.. for 19') "-72 - 
we have worked out the average occupancy ratio per so ..t. . For 

the number of seats in a coach we lave worked out the average 
number of passenger per conch* - 4 s fusing a : weight of 6 u £g. 
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f°i an average man and as turning he crrrics the maximum. luggage 
c^lowua to him in ; each .class y we have worked out the weight 
o i jj & s oii fi 'j i s alia In g ^ >v „ ^ e * 

„,SLQliBOB_AX POKses on Passopgo r C_o a ches 
3.11 The total revenue expenses incurred by Hallways during 
19/ I — 72 have been divided between goods and coaches by then. 

For tins purpose, coaches include- passenger coaches and 
also other coaches# We have pro-rata divided those expenses 
into passenger and other coaching depending on number of coache 
in each. This may not be very justified because the expenses 
on passenger coaches, and other coaches nay be significantly 
dif.tere.nt. But, as wo are interest ad only in the; class wise 
comparison and not in tho exact cost of trace-.']., this will not 
affect our results in any /-significant way. Out of the total 
cor.im.or. expenses on passenger coaches so obtained , we hevo 
subtracted the. total variable expenses worked .out carli'or. 
This .gives us the total coEnon expenses n passenger coaches. 

.all ocation of Go c r;ior Expenses Glass-wis e- 

3.-12 Tho total nunber of seats in each, class is published by 
Railways. We have divided those nunber of ce-tr by the nunber 
of coats per coach in each class to got the equivalent number 
of. coaches in each, class.. Tho exact mMsar of coach os in 
each class is not a.vrilablo because there arc sore cor.posito 
coaches. To those pcruivalont number of co- choc, vo have 
divided the total comp on expenses a.roportiorul to tee- 
total effective weight of a coach in each class. 
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Total Exne nss s Pe r Coach 

3*13 My adding the variable expenses an 0 the common expenses 
xor oa ch coact, we have worked out the tctel expenses per 
coach. during 1971-72 for each cl- sc. 

Cos t .and. Reve nue Fer . Passe nger 

3*1 4 have the total passenger kilo net or- for the year for 


clots and equivalent nhriber of coaches for each class, 
.ividing the two, we, get average passenger kilometers 


travelled per coach. By dividing the total expenses per conch 
with the passenger kilonetcrslper coach, v:e get the average 
cost, per passonger kilometer. The average r.uubor of kilometer 
travailed by a passenger in each class, is again published, 
he have worked out the cost for those average kilometers per 
passenger in each class and from the fare table the fare' 


charged 


jiih&c average kiloEat-_.ro in ouch class. The 


difference of cost and revenue gives the -surplus or deficit 


'or oe ch class. 




CHAPTER IV 

C onclu s ions and S u ggestion s 



CO];CI.F'-.torS 

’ r ^ look :..t the cost ; :td revenue- per passenger figures, 
appears that or. avorago k. C, passenger travelling 5$9 
'cilon iters pays He. 135*45 while only Its. 113*63 ic spent on 
.iru So, ho generates a ourplxe of Rs. 21.82 for Hallways. 
Similar ly r.vorr. o I class passenger trw veiling 41$ kilo- 
hptars pays rsnly 4s« 494 35 while Ife* 51.93 are spent on him 
thus creating a tefieits of Be.. &•$&* 4n nyo.rr.ge II class 
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4* 3 co ® 0 worked .out for each class may not bo very os. a. ct 

cad pry slightly vary on either side fro:; the actual cost. 

Btn:, , stall it gives us a clear compa rativ ; picture of different 
classes. It looks oovious that asiloovs arc making iioxinun 
surplus from III class travel and maliiig loss on I clp as travel. 
This is evidently not bo cause of acre expenditure on a. I class 
coach then on n III class coo. eh because per co" eh. oxnonsoa work 
out to bo almost the seine vis. ks. 1,68,691 for a I class coach 
against Ks. 1,68,015 for a III class co r eh. Ivor, if w© allow . 
for some error in those figures, tho expenses nor I class 
coach cannot be considerably less than those or. r III class 
co'. eh. In fact, they would be Boro because sene of the variable 
expenses like those on waiting rooms, priority for retiring 


rooms, ticket windows and such other differential services to 
I cl. pc naseonf-ers could not bo estimated separately. Then 
the deficit in I class travel is duo to a ver: low occupancy 
in these c caches. L I class co ■•eh has a day capacity of 36 
scats and the night capacity of 24 scats ; gainst 75 to 80 scats 
in a reserved III class coach. Out of this snail capacity in 
I class coach, only about 46 ' is actually utilized. Obviously 
this results in very heavy expenses a? passenger. 

Cost' of Res e rvation. ; • 

4.4 Apart from working out the ...conord.cs of tho cost of travel 
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t elto: etc, and as mining AC% overheads to account for neinten 
of buildings, supervision etc. The conpr. riser, of this cost 
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•bc-l.p:-: etc. n.r. d assuming A.0% dvorhoa-ds to account for paint enc re 
of buildings, supervision etc. Tho comparison of this cost 
'{with the charges Epic in upper and low^r classes show that 
tlio: chargon in the uopof cl as so s arc not nosting tho cost and 
is being subsidised. 

r o cr ro tj yo revenue fr om AG I a nd I II C l ass-- C o aches : 
on ' Mai n Routes 

4. 5 The per coach rev snuo f for: third class trunk routes, 1-ail/ 
axpross trains ic mof-b than 1C oil I .-class, if ^occupancy, 
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II, p. 20) . Out bfl thehci 1 1 routes, in 6 occupancy w as core 
than 150$. The average- occupancy for all tho 1 1 routes comes 
to nearly 1 5 O'? . In first class tho occuearoy is or. an average 
about 75 % and ii. 1C chess it in 51/ t-> 60 %. If wo calculate 
total ■ revenue for r. aeh in respect- of 10, I and III 

reserved (3 tier) and III unreserved in a nail/ express 
train : f ran- Delhi tc Ion .ay, the results would beJ- 


: 




erved 


i (, are t'roia Delhi *bo 
Bombay (Rs.) 

S ea ting/b e rth c apa- 
city in a coach 


282.45 134.40 38.80 

4.00'S 


Occupancy 67 ; 

Seats fares received 1 ? 

Le s a 5 $ for ticketl ess- 
travel 


1 00 $ 


Net Seats 12 18 75 

Net revenue per Rs . 3389 . 40 241 9.20 291 0. 00 
coach 

300.00 


4425.20 


3210.00 


Rs. 4 per berth for a night 


4.7 Irrespective of comforts provided to AC and I class in 
travel as well as out of travel, which, increase the cost of opera 
tion, higher cost of coaches etc, the III class coach (unreserved 
accommodation) brings, more revenue rs coxsnared to AC or I class 
coach. The total revenue of III class (reserved) is more than 
that of I class coach. Sven if I class coach is fully occupied , 
the revenue would be Ks. 3225*60 which is equal to 0 3 tier III 
class coach or 25$ less then the III class unreserved coach. 

It ; shbwsrthat the ' marginal : revenue, from ' • a III' class coach would 
be much more than that of AC or I class one. 



SUGGESTIONS 


-d> seeping. in view the overall objective of service to the masse 
he following si ay be suggested on the basis of our --rial;/ si s : 

- -iie railways should develop a cost accounting system that c r 
he^.p an finding out the cost of different classes of services 
and different routes. 

. 'though the overall occupancy of the passenger tr; ffic provi f ’ 1 '' 
is norny V 0% for III class and $0% for first class, there 
is over- crowding in III class on the main routes, it indicats 
much less occupancy ratio on branch lines. The railways 
, should undertake traffic surveys to find out as to where the 
service needs expansion ar.d where it is excessively provided. 
Without further capital investment in the coaches, the 
diversion of coaches from routes which are under-traffic to 
over-traffic routes, will help a. lot in the improvement of 

fa. -P ::P f fv ; ■ v _ hyyya '.wp:- liap:i:fifOayy : ry:/ : .; a~, nsy/ : ;;-s:.f sy:synfCas;:e:«aoyn: ia' Pit 

services. 


On main routes, the railways show. Id tiy to find out , as to 
whether adding an additional coach of I class or III class 
brings more marginal revenue. If there is not substantial 
differences, III class coaches should bo provided so as to 
improve the services for III class passengers. 

To improve upon the' occupancy of I class coaches and remove 
over- crowding _ in III class, the railways should, in future, 
not add any further coach of I class. The coaches for 111 
class passengers should be added to meet the increasing 
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Passenger 
Kilometers Seats 


Passenger 

Kilometer 
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III. No. of Seats (NS) 11,49,667 13,47,633 + 17$ 

Passenger Km. (NS) 

(Lakhs) 6,25,012 9,66,695 + 55$ 

Passenger Km. (BGNS) 

(Lakhs) - 6,-13,169 

Seat Km. (EG NS) 

(Lakhs) - 7,27,651 

Passenger Km., per 

Seat (NS) 54,364 71,732 + 31$ 


Passenger. Km. per 

Coach (NS) * - 57,36 560 
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Q:-3t per p as san gar originating Is Rs. 5, as it is being 
charged at this rats from a first class passenger availing 
cf this servlcs. 


Fo . of * ass -an g e r 3 o r gin .? ting du rin § th d y jar 2 ,93 , 50 

Total Cost = 293 500 X 5 = 14,67,500 

To t al Hr . 0 f -C 3« at s ... ... 23 59 

Equivalent Number of Coaches .... .... ... 23.59. = 131 

1 

Cost per Coach year .... .... ... 14,67,500 =11, 2(1 

131 




2,96,93,0? ,000 


fc tal ixpon&es on Coaching during tha year 
Total Nc . cf Coach as 16543 

To t al be . 6 f i'a s s an gar Co a ches 1450 1 

H't' 1 ! eknanses on Passenger Coaches = JJ5Q1_ ^ 2,96,93,05 ,000 
1 16643 

a 2,60, 27, 88 ,811 


Variable Expenses for all -1C Co aches 
1,30,044 X 109.3 = 1,42,13,009 
Variable Jxpanse for ill I Coaches 
51,292 X 2695.9 = 13,82,7?, 103 " 
Variable Expenses for ill IT Coaches 
39,501 X 610.2 = 2,41,03,510 

Variable Expenses for ill HI Coaches 
42,567 X 12046.5 = 51,27,83,366 

Total Variable Expenses 

Total Common Expenses 


68,93,78,788 

1,91,34,10,023 
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Operatin'.? Cost per Coach (for Ml India: 

* .. . . . .. 1071 7? .. __ 

Bro ad 

Gauge only) 




i :: i Mi;.'. 

Capital Cost per C 0 ach 

Mr conditioning equipment 
(in Lakh Rupees) 

— I_ 

3.00 

•>. 2.65 

2.00 , ; 

II • ill 

2.10 2.30 

1. Depreciation 

a) On Coach @ 4 1/ 2 fa 

14*000 

H.925 

9*450 10.350 

B) On id r Conditioning 
Equipment @ 12 & 

2. Interest on Capital G 1 6/o 

25.000 

30.000 

15,900 

12,600 13,000 

a. Repairs and Maintenance 
(Mechanical) 

4, M e c tri cal dxp en se s 

14,402 

32,000 

12,792 

7,315 

10,136 Id, 102 

7,315 7,315 

5. Cost of Attendant 
\§ Rs. 2B0/- p.n. 

3,360 

3,360 

- 

6. Cost of Bedding 

11,202 

- 

— ’ - 

— — 

To t al <jT a ri ahl e dxp en s e s 

Total Co nr on Expenses 

1,30,044 ' 

1, 5T , HI 

51,292 39,501 42,567 

1, 17 , 399 112 , 126 1,25, 448 




No, of Beats/ Berths 
reserve'! nor or nth 


0 verb e ads in clu din 5 
bn.il din s , sup e rvi sion 
etc. 5 say 405* 


Revenue per 



